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SUBJECT: CHANCERY LEASE AND NEW OFFICE BUILDING 

1. FONOFF CALLED IN ADMINISTRATIVE COUNSELOR TODAY 

TO INFORM HIM THAT IT IS " CUSTOMARY" IN JAPAN FOR LESSEES 

OF NATIONAL LAND TO PAY CERTAIN FEES WHEN NEW BUILDINGS 

BEING CONSTRUCTED ON SUCH LAND. HE GAVE COPY PERTINENT 

LAW WHICH BEING TRANSLATED AND WILL BE FORWARDED TO 

DEPARTMENT. IN ESSENCE, FEE AMOUNTS TO 1 2 PERCENT OF 

LAND VALUE USED IN COMPUTING INHERITANCE TAX. IN CASE OF CHANCERY 

SITE 

INHERITANCE TAX VALUE IS Y 1.2 BIT LION, AND FEE WOULD THEREFORE BE 
APPROXIMATELY Y144 MILLION. FONOFF REPRESENTATIVE POINTED OUT 
THAT THERE IS POSSIBILITY OF EMBASSY EXEMPTION FROM THIS FEE, 

AND THAT MINISTRY OF FINANCE IS EXAMINING THIS 
QUESTION CAREFULLY. HE FIRMLY STATED, HOWEVER, THAT 
APPROVAL OF MINISTRY OF FINANCE IS REQUIRED BEFORE 
NEW CONSTRUCTION CAN BEGIN ON LEASED NATIONAL LAND. 

AS A FINAL NOTE, HE INDICATED THAT MINISTRY OF FINANCE 
WILL FIND IT VERY DIFFICULT AGREE TO NEW CONSTRUCTION 
ON CHANCERY SITE UNTIL QUESTION OF LEASE PAYMENTS HAS 
BERN RESOLVED. EMBASSY ANTICIPATED THIS DEVELOPMENT 
IN AUGUST 1972 ( SEE TOKYO 8730). 

2. THIS OBVIOUSLY MAKES EVEN MORE URGENT EARLY DECISION 
BY DEPARTMENT ON WHOLE QUESTION OF LEASE PAYMENTS OR 
CONVERSION OF US INTEREST INTO FEE SIMPLE. IN ADDITION, 

WE SOON MUST SEEK THE REQUIRED PERMISSION FOR 
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CONSTRUCTION. 

3. PLEASE ADVISE. 

4. COMMENT: IN FINAL ANALYSIS, WE BELIEVE THAT EMBASSY 
WILL BE ABLE OBTAIN WAIVER OF " FEE"; BUT PERMISSION TO 
CONSTRUCT, WHILE NORMALLY PRO FORMA, COULD BE 
REAL STICKING POINT. IF GOJ DECIDES MAKE ISSUE OF 

THIS, WE CAN FORSEE HOST OF PROBLEMS WHICH CAN CAUSE 
DELAYS AND ULTIMATELY IEOPARDIZE WHOLE NEW BUILDING 
PROJECT. 

INGERSOLL 
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